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Comments and Idea Exchange
Marion E. Davis

OWNERSHIP-GOING OUT OF FASHION?

Today, the emphasis is toward hiring or
renting products and services. Free and clear
ownership of a product seems to be a vanish
ing symbol of America.
Manufacturers stand in line to lease ma
chinery. It is rather commonplace to rent cars
or trucks. As individuals, we run to the hard
ware store to lease floor sanders, power
mowers, electric saws, grass rollers, etc. If
you stop and think about it, you are leasing
your telephone.
What has brought on this trend, and is it
good or bad?
Production in this country keeps steadily
climbing higher, requiring constant absorp
tion in the consumer market to keep money
flowing. If not absorbed, inventories build up.
Leasing has become an obvious way of help
ing to avoid this kind of economic situation.
Then, too, many manufacturers feel, in the
absence of greater allowance for accelerated
depreciation in our tax laws, that they must
turn to leasing as a substitute to avoid ma
chine obsolescence.
Advantages: Leasing conserves working
capital. No problems with disposal of old
machines. There are tax advantages. Main
tenance is eased. Operations can be made
more flexible.
Disadvantages: Cost—leasing is not a low
cost method of financing. An increase in fixed
obligations. Failure to build equity. Tax dis
advantages.
In any event, leasing has become big busi
ness. Nationally, leasing of machinery alone
has topped the $1 billion per year mark.
People close to it expect this to increase ten
fold in the next four or five years.

QUOTE FROM GEORGE O. MAY

In the long run, the willingness of an ac
countant to do what he conceives to be his
duty to the unknown investor, even if by
so doing he alienates a client and suffers a
present loss of business, brings a rich reward
both in self-respect and in a professional repu
tation which, in turn, brings a pecuniary
benefit.
* * *
*
The man who graduates today and stops
learning tomorrow is uneducated the day
after.
—Newton D. Baker

CHECKS SORTED AUTOMATICALLY
Automatic processing of checks is spreading
rapidly among the nation’s commercial banks,
the Federal Reserve System reports.
The American Bankers Association has de
veloped a uniform system under which charac
ters are printed on the bottoms of checks that
can be “read” by electronic devices. The ma
chines post the checks automatically to cus
tomers’ accounts.
The Federal Reserve says that its current
semi-annual survey shows that 68.3% of
checks cleared through the 12 System banks
carry the magnetic ink identification symbols,
up from 54.6% six months ago and 36.1%
a year age. The Reserve handles nearly 13
million checks a day.
-Wall Street Journal
POINTS TO PONDER FROM
PREVIOUS ISSUES
The stock brokerage business is a fast mov
ing business, dealing with two highly ne
gotiable instruments—money and securities.
The temptation toward defalcation is greater
than in most businesses.
_
-October, 1962
It is agreed that accounting has a double
function. In the first place, it must make pos
sible the determination of net profit by match
ing revenues and expenditures. In the second
place, it must measure the growth of the net
worth or the losses suffered during any par
ticular period and show the net profits avail
able for distribution, thus furnishing a basis
for judging the profitability of the business.
—August, 1962
(Continued from page 12)
ceiving the gifts. A diary plus receipted bills
will probably suffice as evidence.
The Commissioner has indicated that the
Service is endeavoring to issue promptly
Regulations covering Section 274. It will be
necessary to study such Regulations before
the full impact of Section 274 is known but
taxpayers would do well to get in the habit
of accumulating sufficient evidence to sub
stantiate their deductions.
The above has only covered the bare bones
of a small portion of the Revenue Act of 1962.
Perhaps by the time this publication reaches
you sufficient rules, regulations, and comments
will have been issued to answer some of your
questions and solve a few of your problems
raised by the Act. But we may have more on
the same subject in the next issue.

